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OCT 33 


To: The Shareholders of Abitibi Asbestos Mining Company Limited 


At a meeting of the Board of Directors of your company held on September 17, 1975, Mr. Donald R. De 
Laporte was elected a Director and appointed President and Chief Executive Officer effective October 1, 1975. 
He will replace Mr. N.F. Crossley, who has held these offices on an interim basis since June, 1975, following 
the resignation of Mr. H.W. Macdonell. 


Mr. De Laporte will also become the President and Chief Executive Officer of Brinco Limited on October 1, 
1975. He has been involved in the Canadian mining industry since 1949 and has been associated with Falcon- 
bridge Nickel Mines Ltd. since 1956. He was Vice-President, Western Mining Division of Falconbridge and 
President of Giant Yellowknife Mines Ltd., United Keno Hill Mines Ltd. and Wesfrob Mines Ltd., associated 
companies in the Falconbridge group. Mr. De Laporte is a member of the National Advisory Committee on 
the mining industry to the Department of Energy, Mines and Resources and first Vice-President of the Mining 
Association of Canada. 


Mr. M. Carleton Burnes has resigned as the Secretary of the Company and Mr. George Baker has been 
appointed Secretary on an interim basis pending appointment of a permanent replacement. 


A report has been submitted to the Company by Brinco Limited, describing the status as at the end of 
August 1975 of the work program carried out by Brinco to assess the feasibility of developing the Company's 
“A” asbestos deposit in Maizerets Townships, Quebec. This report, which is set out in full below, should be 
considered in the context of information concerning the evaluation of the deposit contained in your Company's 
1973 and 1974 annual reports. Further copies of these annual reports are available upon request. 


The following are the highlights of the Brinco report: 


At the end of August, 1975, the estimate of the capital cost that would be involved were the “A” deposit 
to be brought into commercial production in three years is in the order of $260,000,000 (before financing and 
certain working capital requirements). This estimate is based on the following: 

— the removal of well over 20 million cubic yards of overburden covering the deposit prior to the commence- 
ment of rock mining; 

— the mining of 225 million tons of asbestos-bearing rock and waste rock at a maximum rate of 25 million tons 
per year from an open pit with an ultimate pit slope of 35 degrees to the horizontal; 

— the processing of aminimum of 95 million tons of fibre-bearing rock at a rate of 7 million tons per year having 
an average gross value of $9 per ton (fibre prices as of January 1975); 


— the production of as much as 220,000 tons of saleable fibre per year classified in the 4T to 7D grade range. 


Development of a new model of the distribution of fibre values within the deposit is underway. The new 
model, when completed, is expected to confirm with greater certainty the current estimates of tonnages and 
rock values. A new design for an open pit with steeper slopes will be completed in September and its potential 


benefits quantified. 


An economic evaluation of the “A” deposit based on the new design for the open pit will be completed in 
November 1975. The full text of the Brinco report is as follows: 


1 


1. Introduction 


As of August 29, 1975, Brinco had completed and reviewed in detail with consultants estimates of the capital 
cost of a concept for mining the ‘A’ deposit and for extracting asbestos fibre from the rock mined, as well as an 
estimate of the time needed to bring the deposit into production. The work included preliminary engineering 
studies to assess the impact on cost estimates of the new types of regulations governing the quality of the occu- 
pational environment recently proposed by the Province of Quebec. The estimate of the cost of bringing the 
“A” deposit into production based on this concept, excluding amounts already spent by Brinco and Abitibi 
Asbestos, was in the order of $260,000,000. This included provision for escalation (on the estimated cons- 
truction schedule at August 29), owner's costs, further diamond drilling needed to develop production mining 
plans and a pilot plant program required to ensure satisfactory start of commercial operations, but excluded 
certain working capital requirements, interest during construction and all other financing costs. 


The open pit was designed with an ultimate pit slope angle of 35 degrees to the horizontal, being the more 
conservative of two recommendations received from rock mechanics consultants. Additional field information 
developed during the past summer has resulted in agreement by both consultants that steeper slopes will be 
acceptable. 


Brinco has therefore initiated a program to develop a new design for the open pit with steeper slopes. It 
is expected that this pit design will be completed by the end of September and its potential benefits will then be 
quantified. This may result in some revision of the foregoing capital cost estimate. 


The development of a new model of the distribution of fibre values within the deposit has been initiated. 
It is anticipated that this model will confirm with greater certainty the estimates of tonnages and rock values 
(see paragraphs 2.3 and 3.2 below). 


During the month of October, economic evaluation of the “A” deposit will be undertaken. It will be based 
on the previously developed model of distribution of values of the mineralization, but will incorporate the new 
open pit design using steeper slopes. A status report on this evaluation will be prepared in November 1975. The 
following details relate to a development program which assumes an ultimate pit slope of 35 degrees to the 
horizontal and accordingly are subject to review when evaluation based on steeper slopes is completed. 


2. Details of the Concept for Mining the “A” Deposit and Extracting Fibre from the Rock Mined. 


2.1 A thick layer (averaging 100 feet) of varved clay, silt and sand overburden covers the deposit. Because of 
the low load-bearing capacity of the overburden and its potential for liquefaction, very flat slopes would be 
required in removing this overburden. Approximately 40 million cubic yards of material would have to be re- 
moved over the projected life of the mine. Over half of this material would be removed by suction dredging 
in two seasons prior to the start of rock mining. This would probably require diesel driven dredges. The water 
for dredging would be pumped from the Harricanaw River, a distance of approximately one mile. Flat sloped 
dykes would be built to enclose the impoundment area for the dredged material. The balance of the overburden 
would be dry mined after dredging is completed. 


2.2 During the ten month mine preparation period following completion of the main dredging program, as much 
as 16 million tons of material, principally overburden, would be removed from the initial pit to permit the orderly 
start of production mining. A small amount of fibre-bearing rock mined during the mine preparation period would 
be available for treatment during commissioning of the process plant. 


2.3 When in commercial operation, approximately 650 people would be required to operate the mining and 
processing complex on a 24 hour, 6 day a week basis. Close to 300 of these people would be involved in mining. 
It would be necessary to recruit and train mining personnel prior to and during the 10 month mine preparation 
period. This would permit the planned maximum mining rate of 25 million tons of rock per year to be achieved 
early in production. 


2.4 Blasting and a power-shovel/truck combination would be used to mine the deposit to a depth of 900 feet 
below ground surface. About 225 million tons of rock would be mined from the pit during the proposed period 
of operations. This quantity comprises nearly 105 million tons of virtually barren rock and close to 120 million 
tons of fibre-bearing rock with gross values ranging up to $21 per ton before processing losses. Selective 
mining practices would be adopted from the start of commercial operations and estimates of tonnage and 
average values vary with the cut-off values selected and other economic parameters. A production schedule 
under consideration calls for the processing of a minimum of 95 million tons of this fibre-bearing rock, having 
an average gross value of approximately $9 per ton. These dollar values are based on fibre price lists published 
by Quebec producers and which came into effect in January, 1975. No allowances are included for a strength 
premium or for the costs of marketing the fibre. 


2.5 The ore preparation and storage facility would include the primary crusher, size and magnetic beneficiation 
circuits, dryers and storage bins, all of conventional design. Seven million tons per year of fibre-bearing rock 
would be sent to the primary crusher. Following beneficiation to upgrade the mill feed, 4.2 million tons per year 
of more valuable fibre bearing rock would be processed in the mill designed to produce as much as 220,000 
tons per year of saleable fibre. A dry milling process including fiberizing, screening and aspiration is proposed. 
The fibre produced would be classified in the 4T to 7D grade range. The bulk of the fibre sampled appears suited 
to the manufacture of asbestos cement products. The balance could be used in floor coverings and fillers, for 
example. The Abitibi fibre tested has excellent strength characteristics which, for certain uses, could command 
a premium price. 


2.6 The foregoing cost estimates include costs of surface facilities (including maintenance and storage facili- 
ties), services and utilities essential for production. Allowances have been made for some new housing in exist- 
ing communities located relatively close to the site, as well as for on-site accommodation. 


2.7 The time required to bring the property into commercial production is estimated to be three years from 
notice to proceed. This assumes the timely availability of permanent power for commercial operations. Nego- 
tiations on this matter are in progress with Hydro-Quebec and there are clear indications that the necessary 
power could be made available when needed. 


3. Other Matters 


3.1 The capital cost estimate includes allowances to assure a high standard of air cleanliness and comfort in 
the work areas inside the process plant and in external work areas. However, a number of design features may 
require reconsideration in the light of the newly proposed Quebec regulations governing quality of the occu- 
pational environment, which are subject to a number of interpretations. Such design features include aspirated 
enclosures, soundproofing, quantities of air for dust removal and air cleansing equipment. A dry tailings dis- 
posal system may be suitable only for the coarse material. If so, the fines from the mill would be pumped to 
a disposal pond in slurry form. 


3.2 Original valuations of fibre products obtained from milled sections of drill core were based on the traditional 
Quebec Standard Test (QST) dry length classification. The more comprehensive but time consuming Bauer- 
McNett wet classification technique is better suited to estimating the dollar value of the length and special 
strength characteristics of the type of fibre found in the Abitibi “A” deposit, and therefore is more suited for 
marketing such fibre. Accordingly, the traditional factors used to derive dollar values from the QST fibre length 
distribution were adjusted to approximate the dollar values implied by a Bauer-McNett classification of the 
same fibre. Appropriate adjusting factors were chosen after analysis of a substantial quantity of fibre for which 
both types of test results were available. All the information on the deposit, including QST-based drill core 
values, visual drill core logs and results of the bulk sampling program have been combined to develop a com- 
puter model of the distribution of values within the deposit as so adjusted. This model is still being used to 
provide estimates of tonnage and average rock value at a variety of cut-off grades and within each pit design 
being considered. 


In 1975, Bauer-McNett classifications were completed at the on-site laboratory for all available batches of 
fibre products obtained from milled sections of drill core. The results are being analysed. The development of a 
new computer model of the deposit based directly on the separately determined Bauer-McNett values has been 
initiated to provide increased confidence in current estimates of rock tonnage and value. 


A series of relative strength tests is under way at the Ontario Research Foundation and the results of these 
tests will complement the results of fibre strength unit tests already carried out. 


3.3 Discussions have continued with officials of the Department of Regional Economic Expansion (DREE) to 
determine whether a grant will be available for the project. The outcome of these discussions will not be known 
until a definitive application can be made to DREE. 


3.4 During 1975 both the Province of Quebec and the Government of Canada introduced new legislation for 
the taxation of mining profits. The effects of these new taxation measures have been assessed in principle and 
their specific impact will be determined during the forthcoming economic evaluation. 


3.5 Expressions of interest continue to be received from potential purchasers of ‘A’ deposit fibre. By the end 
of 1974 a total of twenty-four manufacturers and marketing agents had received samples of Abitibi fibre for 
testing in laboratories or in production of asbestos cement products. Reactions to date have been generally 
positive. During 1975 seven manufacturers of asbestos cement products in Japan have conducted evaluations 
of Abitibi fibre. Test results reported by the manufacturers are under review. 


FINANCIAL RESULTS 


The net loss for the six month period ended June 30, 1975 was $56,000 as compared to $17,000 for the 
same period in 1974. The difference was mainly due to increased management and consulting fees as approved 
by the shareholders late in 1974. In addition, expenses related to the annual shareholders meeting were incurred 
in the first half of 1975 rather than in the last half as was the case in 1974. 


As at June 30, 1975, Brinco Limited has expended a total of $5,646,000 pursuant to the agreements between 
Brinco and the Company, of which $498,000 was expended on the Company's asbestos project near Amos, 
Quebec, during the first six months of 1975. Brinco in consideration of such total expenditures has acquired or 
is entitled to acquire a total of 2,258,370 of the Company’s shares. In addition, Brinco owns a further 1,124,500 
shares of which 1,024,500 were purchased from other shareholders and 100,000 from the Company. Accordingly, 
by June 30, 1975, Brinco owned or was entitled to acquire an aggregate of 3,382,870 shares, or 57% of all of 
the Company’s outstanding shares. 


Montreal, Quebec 
September 17, 1975. 


Source of funds: 


ABITIBI ASBESTOS MINING COMPANY LIMITED 


Statement of Changes in Financial Position 
for the Six Months ended June 30 


(with comparative figures for 1974) 


Issue of capital stock for conversion of 


Brinco Limited advances 


Increase in advances from Brinco Limited 


Total funds provided 


Use of Funds: 


Administrative expenses less items not 


affecting working capital 


Deferred exploration and development 


expenses less items not affecting working capital 
Acquisition of mining properties 
Purchase of fixed assets 


Reduction in advances from Brinco Limited 


Total funds used 


Decrease. i WOLKING CADITAL ES ac.n cies aun wot ee tkon Cokes agit ouenh Olas cheyenne ahd leu mokariche 


Working capltamemoc ciniming Of DETIOG 2. accan 2 an .quae aioe ee ueasnn memeniie sy: ohare 


Workind capital deficiency at end Of DCNiOd . 2 ais xcsey oer ven eke cere 


Approved on behalf of the Board: 


N.F. Crossley 


JP. Rixon 


Director 


Director 


(unaudited) 
$ Thousands 


1975 


1974 


ABITIBI ASBESTOS MINING COMPANY LIMITED 


Statement of Administrative Expenses and Deficit 
for the Six Months ended June 30 


(with comparative figures for 1974) 


Administrative expenses: 


Legal and audit fees. 
Management fees... 


Consulting fees..... 


Office and general expenses 


Solace Sa 


Annual report, annual meeting and shareholder relations 


Transfer agents’ fees 
Telephone and travel 


Depreciation 


Income from short term deposits 


Deficit at beginning of period 


Deficit at end of period 


ANC EX DENSCST are cee eee eae re ne Oe NRE 


(unaudited) 


$ Thousands 


1975 


1974 
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